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Department of Veterans Affairs § 36.4516 

handicap, familial status, or national 
origin is illegal and void and any such 
covenant is specifically disclaimed; and 

(3) The applicant understands that 
civil action for preventive relief may 
be brought by the Attorney General of 
the United States in any appropriate 
U.S. District Court against any person 
responsible for a violation of the appli-
cable law. 

[15 FR 6290, Sept. 20, 1950, as amended at 20 
FR 6260, Aug. 26, 1955; 24 FR 2658, Apr. 7, 1959; 
36 FR 13032, July 13, 1971; 56 FR 9862, Mar. 8, 
1991] 

§ 36.4515 Estate of veteran in real 
property. 

(a) The estate in the realty acquired 
by the veteran, wholly or partly with 
the proceeds of a loan hereunder, or 
owned by the veteran and on which im-
provements on a farmhouse are to be 
financed by such loan, shall be not less 
than: 

(1) A fee simple estate therein, legal 
or equitable; or 

(2) A leasehold estate running or re-
newable at the option of the lessee for 
a period of not less than 14 years from 
the maturity of the loan, or to any ear-
lier date at which the fee simple title 
will vest in the lessee, which is assign-
able or transferable, if the same be sub-
jected to the lien; however, a leasehold 
estate which is not freely assignable 
and transferable will be considered an 
acceptable estate if it is determined by 
the Under Secretary for Benefits, or 
the Director, Loan Guaranty Service, 
(i) that such type of leasehold is cus-
tomary in the area where the property 
is located; (ii) that a veteran or vet-
erans will be prejudiced if the require-
ment for free assignability is adhered 
to and (iii) that the assignability and 
other provisions applicable to the 
leasehold estate are sufficient to pro-
tect the interests of the veteran and 
the Government and are otherwise ac-
ceptable; or 

(3) A life estate, provided that the re-
mainder and reversionary interests are 
subjected to the lien. The title to such 
estate shall be such as is acceptable to 
informed buyers, title companies, and 
attorneys, generally, in the community 
in which the property is situated, ex-
cept as modified by paragraph (b) of 
this section; or 

(4) A beneficial interest in a rev-
ocable Family Living Trust that en-
sures that the veteran, or veteran and 
spouse, have an equitable life estate, 
provided the lien attaches to any re-
mainder interest and the trust arrange-
ment is valid under State law. 

(b) Any such property or estate will 
not fail to comply with the require-
ments in paragraph (a) of this section 
by reason of the following: 

(1) Encroachments; 
(2) Easements; 
(3) Servitudes; 
(4) Reservations for water, timber, or 

subsurface rights; 
(5) Right in any grantor or cotenant 

in the chain of title, or a successor of 
either, to purchase for cash, which 
right by the terms thereof is exer-
cisable only if: 

(i) An owner elects to sell, 
(ii) The option price is not less than 

the price at which the then owner is 
willing to sell to another, and 

(iii) Exercised within 30 days after 
notice is mailed by registered mail to 
the address of optionee last known to 
the then owner, of the then owner’s 
election to sell, stating the price and 
the identity of the proposed vendee; 

(6) Building and use restrictions 
whether or not enforceable by a re-
verter clause if there has been no 
breach of the conditions affording a 
right to an exercise of the reverter; 

(7) Any other covenant, condition, re-
striction, or limitation approved by the 
Department of Veterans Affairs in the 
particular case. 
The limitations on the quantum or 
quality of the estate or property that 
are indicated in this paragraph, insofar 
as they may materially affect the 
value of the property for the purpose 
for which it is used, shall be taken into 
account in the appraisal of reasonable 
value. 

[15 FR 6290, Sept. 20, 1950, as amended at 24 
FR 2658, Apr. 7, 1959; 28 FR 11506, Oct. 29, 1963; 
33 FR 18027, Dec. 4, 1968; 34 FR 11095, July 1, 
1969; 45 FR 20472, Mar. 28, 1980; 56 FR 9862, 
Mar. 8, 1991; 61 FR 28059, June 4, 1996] 

§ 36.4516 Lien requirements. 
(a) Loans for the purchase of a dwell-

ing or for the purchase of a farm on 
which there is a farm residence shall be 
secured by a first lien on the property 
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